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Quiz

Q: Who would be the victor, if you were asked

30 years ago?
1 General Motorsvs. Toyota
1 CBS vs. CNN
J %Am vS. British Airways
J RCA VS. Sony

J Wal-Mart vsS. K-Mart
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1.
[ Global 100 ]
1985 2000

1 Royal Dutch/Shell Group General Motors
2 British Petroleum Wal-mart stores
3 ENI Exxon Mobil
4 Toyota Motor Ford Motor

5 IRI DiamlerChrysler
6 Unilever Mitsui

7 Elf-Aquitaine Mitsubishi

8 Matsushita Electric Industrial Toyota Motor
9 Pemex General Electric
10 Hitachi Itochu

. 38 Saméung Group 105 SK

. 39 Hyundai Group 106 Hyundai

500
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3.
10
1960 | 1972 1980 | 1992 | 1999 2001
1
2 LG LG
3 LG
4 LG SK LG
S LG SK SK
6
/
8
9
10 SK
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n
|Z .
Uiz .

(20 ) ()
1965 2000
1 24 173,000
2 20 166,632
3 18 155,058
4 18 110,935
> 17 LG 93,206
6 17 93,201
7 16 SK 90,576
8 16 LG 86,995
9 16 SK 77,343
10 16 59,533
11 16 57,484
12 15 55,794
13 13 s-Qil 42,594
14 13 41,721
15 13 35,652
16 12 35,270
17 12 29,251
18 12 SK 29,156
19 11 28,047
20 10 27,248
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] ABB

J Exxon Mobil

1 Daimler Chrysler

J VVodafone AirTouch

J AOL Time Warner

J GlaxoSmithKline
 Pricewaterhouse Coopers(PWC)
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II.  Mega Competition

2. M&A ( ) . )
( + )
1 Vodafone( ) + Mannesmann AG( ) 2028
2 AOL + Time Warner 1548
3 Exxon + Mobil . 864
4 Travelers Group + Citicorp 725
5 Bell Atlantic + GTE 713
6 Olivetti( ) + Telecom Italia( ) 660
7 Vodafone( ) + Air Touch 659
8 SBC Communication + Ameritech 620
9 Nations Bank + Bank America 613
10 Comcast + MediaOne 583
11 BP( )+ Amoco . 550
12 AT&T + TCl 480
13 France Telecom( )+ Orange PLC( ) 460
14 Hoechst( ) + Rhone Poulenc( ) 415
15 Damler Benz( ) + Chrydler 405
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II.  Mega Competition

3. M&A
15,000 35,000
30,000 | 30,000
H.m i N ﬁm
20,000 | { 20,000
16,000 + 4 15,000
10,000 { 10,000
5,000 I { 5.000
0 I I 0
1600 16881 1862 16893 1994 1097
e EH(HEE)| 6745 4,096 4,754 8,038 7.511 12.398 14,990 20,954
—— 14,903 20,870 19,738 20,585 23,008 2742 | 28,942 28 BAT

Z}&: Securities Data, Global M&A Database.
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II.  Mega Competition

4000 - [ Domrestic alliances
B International alliances

Number of deals

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

Source: Thomson Financial Securities Data
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II.  Mega Competition
S. M&A,

/000

:

:

:

—4— Inemdtiod dlianoss
—1— inematiad MBAS

:

Number of deals

8 B

198D 1990 1991 19° 1998 1994 1996 196 1997 198

Source: Thomson Financial Securities Data and KPMG Corporate Finance
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1. Home Appliance Industry

Mega Competition

1970 1980 1990

GE GE GE

. Whirlpool ——
\WHILpOO! Dard & Kraft — ]
Philips —8 — Philips — Philins |
Ignis Bauknecht — | p
Thermad_or Thermad_or e Masco
Waste King Waste King —1
Maytag
Warwich (Philco) Maytag
Hardwick w ot
Magic Chef
Johnson Corp. Maytag
Gaffers & Sattler .
Admiral Magic Chef
Norge
Revco —— KA SRS
Ammana
Caloric
Glenwood Range
Modern Maid Raytheon Amana

Speed Queen

AB Electrolux
Arthur-Martin
Husqgvarna

Vest-Frost
Zanker

Gibson
Franklin
Hamilton
Kelvinator

Athens Stove
Westinghouse
Frigidaire

Zanussi
Corbero
Thorn
Domar

D&M —|
Tappan

Eureka - |

Bosch —M8 ——

Siemens ——— |

AB Electrolux—

WCI

Zanussi
Corbero
Thorn
Domar

D&M

Bosch-Siemens
Neff.

AB Electrolux —

Cobero
Thorn
Domar

D&M

Bosch-Siemens

Bosch-Siemens

& Electrolux

SIEMENS
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2. Banking Industry

Mega Competition

Deutsche Bank
Bancad'americaed’ltalia
Morgan Grenfell Group
Deutcher Herold I nsurance group

Banco de Madrid S.A

Banca Popolaredi L ecco SpA

Shar ps Pixley Group
ITT Commercial Finance

St. Louis

Credit Lyonnais Belgium

Banker Trust

1987 1989 1992 1993 1993 1994 1995 1997 1998 1999
Deautschea Bank

Bank of america

1991

1994 1998

Security Pacific

Continental

C&S
NCNB
Banet Bank

|— NationsBank

1997

1998

Bankof America. EE

Citi Corp.

1997 |

Travelers Group
Solomon bor.

Credit Suisse

1988

1990

1993 1994 1995 1997

2000 CREDIT

First Boston Cor poration
Bank Leu

Swiss Volksbank

SwissRe
Winterthur Group
Donaldson,L ufkin& Jenrette

SUISSE

1991 1993

1995

1997

1998

Fortis
Interlloyd
ASLK-CGER

|

SNCI-NMKN
M eesPier son

John Alden Financial

American Bankers|nsurance

UK insurer Northern Star

Banque Generale du L uxe bourg
Belgolaise

American Memorial Lifeinsurance

ASR
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Mega Competition

3. Auto Industry

_-|  Opel < 4 Jaguar |~ .| Samsung {._
// 0 ,’, \\\ ,// \\\
/ Fiat / N\ / N
/ \
. 1 \
Isizu \ Volvo Mazda ] Renault/ \
I 0
. . . ! Nissan ;
! Saab \ ! i /
\ \ Y \ A
S b ,I \\\ // \\ ///
ubaru - . " .
Daewoo gion Lee ™ Dpacia |
_ Martin Rover
i Suzuk
S~ uzuki |-~ S "
1,375 818 498
(2000 )
e B _-{ Hino | 7 Audi
,/ N //’/ \\\\ //
/ \\\ y \ Y
/ \ / \\ //
I/ \‘ I/ \ /
L \ / \‘
. _ Daimler : ! |
Mitsubishi Hyundai | Seat
Chrysler \ /
T /' \\ /I ‘\\
\ / \
\\\ // \\\ //// \\\\
\\ J \\\ e N .
\\\ /, N o /’/ \\\ SkOda
o L >~ Daihatsu (-
: 655 : 586 : 508
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4. Semiconductor Industry

[D

Others 3.9%

Others 14.2%

Micron 5.8%

Taiwanese 8.6%

NEC 6.7%

Infineon 8.9%

Micron 18.2%

T 6.7%

y Toshiba 7.0%

LG 7.3%

HEI  8.3%

Top 5 NEC 11.0%
56.6%

Hitachi 12.0%

Hynix 20.4%

SEC 18.0%

SEC 23.0%

Top 5
77.2%

1996

2000
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[11. Mega Competition

4. Semiconductor Industry

D s 2000
1 I > I 20.9%
2 )
> 35.8%
3
4 0
. 15.5%
5  NEC
6 . 10.5%
(2004 )
7 I
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[11. Mega Competition
5. Airline Industry
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6. Media Industry

TINIE Wbk SIE Y, =&
24 . HojE TV,

AHY A2
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s
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Mega Competition
7. Online Music Industry

BMG
EMI
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V. MegaCompetition

1.
O M&A
minor
A B o C Al &
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V. Mega Competition
1.

M%aCompetltlon MTagaCOmpetltlon ’—\l ’—\l ’m\l

Daimler Benz/Chrysler(98.5) — Ford/Volvo(99.1)
—> / (99.3)

BP/Amoco(98.8) — Exxon/Mobil(98.12)
Sandoz/Ciba(95) — Hoechst/Rhone Poulenc(98.12)
—> Zeneca/Astra(99.1)

N
°

/MCI(97.11) > AT&T/TCI(98.6) > Bell/GTE(98.7)
— / (99.1) — Olivetti/Telecom Italia(99.2)
— Comcast/MediaOne(99.3)

CitiCorp/Travelers(98.4) +>NationsBank/BOA(98.4)
—» BancOne Corp/First Chicago NBD(98.4)
—> DeutscheBank/Bankers Trust(98.11)
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V. Mega Competition

1.
Mega Players within Industries
AIRLINES AMR, UAL, DELTA , JAL, LUFTHANSA
BANKS DEUTSCHE BANK, BOA, CREDIT SUISSE,
FORTIS, BNP PARIBAS
CHEMICAL Egs;:s,KDFLIJYF;c;gT, BAYER, DOW CHEMICAL,
ELECTRONICS zlsm(E’NTsc,) :Jg:m, MATSUSHITA ELEC. INDL

SN SR A INTVIEINE C&ég&h?ivgﬁgﬁm WALT DISNEY, NEWS CORP.
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V. Mega Competition
1.

M%aCompetltlon MTagaCOmpetltlon ’—\l ’—\l ’m\l

Mega Players within Industries

GM,FORD,DAIMLERCHRYSLER,

AUTOMOBILE TOYOTA,VOLKSWAGEN

EXXON MOBIL,ROYAL DUTCH/SHELL, BP AMOCO,
TOTAL FINA ELF, PDVSA

PETROLEUM

GSK, PFIZER, MERCK, ASTRAZENECA

PHARMACEUTICALS | gpistoL MYERS squiss

TELE- NTT, AT&T,VERIZON COMMUNICATIONS
COMMUNICATIONS | SBC COMMUNICATIONS, WORLDCOM
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V. MegaCompetition

M%aCompetltlon M%aCompetltlon ’—\l ’—\l ’m\l

2.
a (Network  Network)
d Cost,
3.
a
( )
a

- BT, NT, ET, IT
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V. Mega Competition
2. M&A

Marketin

facturin trations

15-20% 5-20% 5-15% 15-50% 25-50%

Source; Cisco SYSTEMS
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V. Mega Competition

== ——
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( , M&A)

d

1 Network
( : , )
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VI. Mega Competition
)
: %
1998 1999 2000 2001.1-10

1 12.9 13.1 15.1 9.8
2 7.5 7.8 8.4 8.7
3 6.1 7.1 7.7 7.2
4 5.6 5.2 5.5 6.5
5 5.5 4.9 4.8 6.2
37.1 38.1 41.5 38.4
2001. 11
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VII. Mega Competition
1.

Raising Structural Increasing Expected Lowering the Inducement

Barriers Retaliation for Attack

* Fill Product or \

Positioning Gaps

~

« Establish Blocking » Reducing Profit Targets

Positions

* Block Channel Access

» Raise the Penalty of « Managing Competitor

» Raise Switching Cost Exit or Lost Share Assumptions

» Foreclose Alternative * Encourage Good

Technologies Competitors

 Leapfrogging

* Government Policies
N * Litigation
* Form Coalitions

Source: Michael E. Porter ‘Competitive Advantage’t sco Svstems
M ega Competition
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VII.
2.

Mega Competition

Redefinition

~

* Segment Scope
» Geographic Scope

* Industry Scope

Reconfiguration

~

» Outbound Logistics and

* Product Changes

Service Changes
» Marketing Changes
» Operations Changes

 Downstream

Reconfiguration

Alliances
To Attack Leaders

~

*M&A

« Strategic Alliances

Source: Michael E. Porter ‘Competitive Advantage’t sco Svstems
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VII. Mega Competition

2.
CONFIGURATION OF
THE VALUE CHAIN
old new
old Reconfiguration
COMPETITIVE
SCOPE

new Redefinition
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VII. Mega Competition

3. Mega Competition

Mega
Com-
petition

0
Niche Market
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VIlI. Mega Competition
4.

[1] Defend

< > Jolibee

[2] Offset
— lobby
— global
< > Legend

[3] Approximate
- global company

< > Swiss Air
[4] Focused Offense

< >AMD
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VIII. Case Study
1. Jollibee — Defend Strategy

. Jollibee

1. Customizing ( )I
2. ( ) I
3. Franchisee I
4. Fastfood game rule (Top of Mind) I
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VIII. Case Study
2. Legend — Offset Strategy

d

Feaan)
— =\

Legend
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VIII. Case Study
2. Legend — Offset Strategy

Mega Competition Mega Competition M Tga Competition IIIIMIII | Discussith |

PC

90 2001
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MegaCompetitionl MTgaCompetitionl MTgaCompetitionl H‘”HH |

VIII. Case Study
3. Swissair — Approximate Strategy

%Swiss Air

1. Qualiflyer Group I
2. AA I
3. High-Quality Service I
.«
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VIII. Case Study

3. Swissair — Approximate Strategy
e JAL

—
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VIII. Case Study
4. AMD - Focused Offense Strategy

{ilaamp




VIII. Case Study
4. AMD - Focused Offense Strategy

PC CPU (2000 )

PC CPU 1000
PC CPU

AMD AMD
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IX. Mega Competition

1. Mega Competition

A

— O
(D

"~ C
TS b
Ene@
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IX. Mega Competition

Stan Shih’s Smiling Curve

Value
Added

Software E-commerce

CPU
DRAM

LCD Marketing
feit Local

Monitor sourcing
Motherboard

Distribution

Local assembly
I

Components Assembly Distribution

Source: HBR Article ‘Going Global’
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IX. Mega Competition
2.

high

Physical
Resource

low

low Knowledge-Based high

Resource
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IX. Mega Competition
2.

SIeTS

CEO NEW VISION

4
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I X. Mega Competition
2.

21M 7] Et=2] 10 FEEH MY

Source:
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IX. Mega Competition
3.

Network

1. ( , )

2. Mixed Blood ( )

3. (- )
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X. Discussion

Discussion | ssues

1. What isthe nature of mega competition?
- Strong guy’ s game?
- Limitation to afew industries?

2. What would be the impact of mega

competition on corporate strategy?
- Size Matters?

3. What to do on the part of small players?
- Keep independence?
- Join network?
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